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®m Overland Trading — Bankruptcy Case
m 55 Stores Revenue - $40M Losses -$3.6M 441 Employees
m Credit Line and Debt of $10M
m 80 year old Kansas Shoe Retailer

m Chapter 11 Filed January 6, 2006 in District of Kansas
m Sale to Big Dog Holdings Approved January 31, 2006

363 Sale Process — Sale and GOB Process in Parallel

Bank paid in full/Return to unsecured creditors

Still operating 32 Stores

Approximately 400 Jobs preserved at time of sale

Key Players- La Salle, AMI, Kronish Lieb, Hilco, Big Dog
Holdings, Riemer and Braunstien



m Bachrach Clothing Company - Bankruptcy Case
m 47 Stores $80M Revenue / $1M Monthly Burn Rate
m 600 Employees and 250 Suppliers worldwide
m Credit Line /Total Debt approximately $20M
m 100 year old Midwest Clothing Distributor with 600 employees

m Chapter 11 Filed on June 6, 2006 in District of Illinois
m 363 Sale to Bachrach Acquisition Corporation Approved June 30, 2006
m Bank Paid in full on Credit Line of 10M
m Return to Equity Sponsor Sun Capital
m Still operating 30 plus Stores

m Key Players — La Salle Retail Finance, Sun Capital, Hilco,
Kirkland and Ellis, Cooley Godward Kronish, Shaw Gussis,
Katten Muchin Rosenman, Riemer and Braunstein, AMI
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Financial Information — Financial Reporting Issues
Management Issues

Increased use of leverage to finance losses
Appraisal of Inventory and use of field examiners

Increased Borrowing Base Reporting/Advance
Rates/Borrowing Base Block

Need for a 13 week cash flow from a Turnaround Group



Immediate Issues

» Timing & Communication

» Collateral base- adequate protection while the “ice cube is melting”

» Financing options prior to filing
» Use of Cash Collateral versus DIP Financing

» Well founded, fact based plan: finding the business model that works prior to filing

» Preparation of the financial projections and development of the plan prior to filing
—4 wall EBITDA Analysis

»Focus on the core profitable cash flowing stores
» Developing the business model that works

» What can be accomplished inside a formal Chapter 11 versus outside a Chapter 11
» Lease Issues
»GOB Sale and Store Closings
»Reorganization
»363 Sale



» Turnaround/Restructuring (The Turnaround Perspective)
» Is there a viable business?
» Is there a source of financing?
» Is there an asset base to support new financing?
» Issues need to be carefully evaluated prior to embarking on a course of action

» Going Concern Sale versus Sale of Assets (The Bank)

» Going concern premium versus liquidation value- uncovering the
hidden value (e.g. lease designation rights)

» Define the Timeline

» Prepare the Offering Memorandum
» Manage the 363 Sale

» Going out of Business Sale (GOB)/Liquidation in parallel to the Going
Concern Sale



» Preparation of the Bid Package
» Information to be included
» Working with the GOB Community

» GOB Equity Bid versus Fee-Based Bid (Fee, FI, FO)

» The Agency Agreement
» Key points to be included
» Sending out the blank agreement
»Process and Timelines

» The Stalking Horse Agreement
» Why have a Stalking Horse

» Key points in the Stalking Horse Agreement
» The Break up Fee

» The Auction Process



Stick a fork in me...I’m Done!



Going Out of Business Sale
All Sales Final!

/\/

Discount Strategy
No Reasonable Offer Refused!
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ALL WASHINGTON LOGATIONS ONLY!

mervyns

ENTIRE STORE
ON SALE!

PRICES SMSHEP.'

EVERYTHING?!

DISCOUNT ON LEVI'S® JEANS & DOCKERS® SLACKS IS OFF MSRP

HUGE INVEN

RUGS * HOUSEWARES + COOKWARE *
LUGGAGE « GIFTS « FRAMES * HOLIDAY

FACTORIA IIIAI.I. SOUTH HILL MALL
4126 124"‘ 3700 S MERIDIAN
BELLEVUE (425) saa-sssd PUYALLUP (253) 845-8800
EVERETT MALL SOUTH CENTER MALL
1402 SE EVEREYY MALL WA 1100 SOUTHCENTER MALL
RETT (425) :!53-.100 SEATTLE (206) 439-1919
SOIITII SOUND CEH’I’EII WBTFIELD GAPI'I'AI. MALL
651 SLEATER KINNEY RD Si

LACEY (360) 456-8800 OLYMPIA (350) 956.0038
KITSAP MALL TACOMA MALL

10315 SILVERDALE WAY NW 4502 S STEELE ST

SILVERDALE (360) 692-8898 TACOMA (253) 474-8800

3301 184™ STREET SW 17601 NE UNION HILL RD
LYNNWOOD (325) 672-7765 REDMOND (425) 558-9500

12



ALL WASHINGTON & OREGON
LOCATIONS ONLY!

mervyns

ACTI EAR,
SWEATERS AND

TOTAL LIQUIDATION!

30-60:

I'lmll"'l’ GH LEVY'S® JEMIIS & DOCKERS® SLACKS IS OFF MSRP

HING?

ALL
S LEWS Jeans, | FO QTN Canrs

DRESS, CASUAL & ATHLETIC

KNIT TOPS FOR | MEN'S DOCKERS® PANTS SHOES FOR EVERVONE,
EVERYONE MANY STYLES AND sizes! A LADIES' BOOTS & HANDBAGS

SMALL ELECTRICS, | DINNER
COOKWARE, CUTLERY,
SHEETS, COMFORTERS,

iL
RE, FLATWARE,

TREMENDOUS SELECTION!

/] n
TOWELS, BATH RUGS A CHRISTMAS DECOR L cosrones - srexua suve

FACTORIA MALL
4126 124TH AVE SE
BELLEVUE, WA (325) 643-6554
EVERETT MALL
1402 SE EVERETT MALL WAY
EVERETT, WA (425) 353-8100
SOUTH SOUND CENTER
651 SLEATER KINNEY RD SE
LACEY, WA (360) 456-8800
KITSAP MALL
10315 SILVERDALE WAY NW

SILVERDALE, WA (360) 692-8898

TACOMA MALL
4502 S STEELE ST
TACOMA, WA (253) 474-8800

EVERYTHING MUST GO!

SOUTH HILL MALL
3700 S MERIDIAN
PUYALLUP, WA (253) 845-8800
SOUTH CENTER MALL
1100 SOUTHCENTER MALL
SEATTLE, WA (206) 439-1919
WESTFIELD CAPITAL MALL
625 BLACK LAKE BLVD SW
OLYMPIA, WA [360) 956-0088
17601 NE UNION HILL RD
REDMOND, WA (425) 558-9500
3301 184TH STREET SW
LYNNWOOD, WA (425) 672-7765
GATEWAY

10010 NE HALSEY ST
PORTLAND, OR (503) 257-8800

SPECIAL HOLIDAY HOURS...SHOP EARLY! SHOP LATE!
SUN SAB-SPAF, MON-TUE SAN-10PM, WED 7AM-10PH, THUR SAH10PH FII III-IM SAT GAN-11PH

SALE IN WA. STARTED NOV. 1 AND WILL END DEC.

G ACCIPT WP, WASTGRCA, BISCOVER, MGUCAN DXPRESS. AL SALES AL WO HOLDS, N0 ADAUSTMENTS 10 PRCH POCIASES,
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TIME IS RUNNING OUT!

YOU CAN'T AFFORD TO WAIT!

GOING OUT OF BUSINESS!
EVERYTHING HALF PRICE OR LESS!

HTHLETIC & GOLF APPAREL, ATHLETIC SHOES, CYCLING, CAMPING, HIKING,
FOOTBALL, BASNETBALL, RASEBALL, RUNNING, FITNESS & ENERCISE,
SKATEBOARDING, RACOUET SPORTS, GOLF, WRESTLING, SOCCER,
SK1S & EQUIPHENT, ACCESSORIES, BINDINGS, BOQTS, SROWBOARDS,
KAYRKS & HARD BOATS, WATER SKIS & ACCESSORIES,
EQUIPMENT & ACCESSORIES, SWIMMING & SNORKLING EQUIPRENT,
FISHING EQUIPMENT, BOATING ACCESSORIES, BOARD SHOES

WRESTLING & SOCCER SHOES, TRACK SPINES,

FF . BASEBALL & FOOTBALL CLEATS, SOCCER SLIDES,
HUNTING & OUTDOOR BOOKS, VIDEOS & MAPS

HIIINITIIIIE FIXTURES & EQUIPMENT FOR SALE! ===

EVERYTHING MUST GO!

5577 N. BLACKSTONE AVE.
FRESNO (559) 435-3250

T 1100 S. MOONEY
VISALIA (559) 627-3600
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> Authority to Sell: Sale Outside of the Ordinary

Course

> Sale Free and Clear of an Interest in the
Property of the Bankruptcy Estate

> Tension Between 363 Sale and Plan of
Reorganization

> Bidder Protection Devices: Bid Procedures and
Break-Up Fee

» Standard for Approving Sale
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Communication with the unofficial committee of
the creditors

How to react- debtor’s response
Information dissemination
Collaborative versus adversarial posture

How debtors and creditor committee can work
together effectively
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ey Changes Amplified in Retail Setting

» Non-residential leases- 210 days to assume/reject leases

>
>

Plan exclusivity- limit on extensions

Reclamation Claims- changes in timeframes, may be
treated as administrative claim

Utilities- adequate assurance of payment in form of a
deposit

Employee/Management retention- incentive issues

Result: Pre-bankruptcy planning is crucial, especially cash
flow planning
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